The paper explored the extent to which current microfinance lending impacts on indigenous SME access to finance and how the intermediation services of the microfinance banks (MFBs) contributed to or otherwise to the development of SMEs. A total of 800 such indigenous SMEs were identified, however, data were obtained from 300 of the identified indigenous SMEs from a questionnaire survey in four states (provinces) within the country that make up the Niger Delta region. The result shows positive contribution of microfinance lending to the development of such enterprises. However, it appears that a number of factors including cumbersome process, poorly packaged business plans and perceived high cost of credit still limit the access of indigenous SMEs to credit.
Introduction


Small and medium sized enterprises (SMEs) play a critical role in sustainable economic development of many nations, because it has been identified as a catalyst for economic growth and development in both emerging and developed economies of the world (Normah, 2007; Obokoh, 2008, p. 92) . Some scholars believe that entrepreneurship has a critical role in the achievement of the United Nations blueprint on Millennium Development Goals (Shkolnikov and Sullivan, 2010; Alvarez and Barney, 2014). Thus, the need for apt development of the sector cannot be overemphasized, as it has the ability to stimulate ingenious entrepreneurship, create jobs, mobilize raw materials and semi-processed products as inputs for large-scale enterprises besides its contribution to the gross domestic products (GDPs) of many countries (Udechukwu, 2003) . SMEs are less capital intensive and have the flexibility to respond quickly to fluctuating demands of the market due to their size and innovativeness (Obokoh, 2011, p. 338 ). In addition, SMEs sector also serves as incubator for new ideas and testing ground for new technologies (Oyefuga et al., 2008, p. 234 ).
lend to large enterprises which are adjudged credit worthy in most of Africa. The commercial banks often avoid doing lending to small enterprises because of SMEs associated cost and relative high risk of operation (Aryeetey, 2008) . This lack of access to credit to formal financial institutions necessitated the reforms in community banking that precipitated the licensing and establishment of microfinance institutions in Nigeria by the government through the Central Bank of Nigeria (CBN).
In 2005, the CBN commenced the process of reforms in the community banking sector. The latter resulted in the licensing of microfinance banks (MFBs), to replace community banks, with the goal of making MFBs more effective in granting credit to SMEs in order to develop this sector. Thus, private sector operators were statutorily empowered by the provisions of section 33 subsection (1) (b) of the CBN Act 7 of 2007 to operate MFBs in place of the community banks in Nigeria (CBN, 2008) .
The CBN objective for the reform process that ushered the MFBs was to make it vehicles for social-economic growth and rural transformation through the provision of credit to SMEs. The intent was to reduce the burden of high interest rates and other financial charges hitherto charged by banks under normal bank lending, as well as to provide financial, advisory, technical and managerial supports to SMEs. The significant role expected of MFBs made the CBN to adopt it as the main source of funding for SMEs in Nigeria, especially those in the manufacturing sector. Manufacturing SMEs have a long gestation period, thus, the need for more accessible and cheap sources of finance especially long-term at affordable interest rates is a necessity (Abereijo and Fayomi, 2007, p. 127 ).
Notwithstanding these efforts by the CBN, many manufacturing SMEs are still shutting down operations due to liquidity problems and other related environmental business factors (Obokoh, 2011 This study, then, raises the question of how well has MFBs played their role of providing finance and social intermediation for SMEs since their creation by the CBN, and to what extent have they filled the credit gap in making credit accessible to SMEs? What innovative services have these MFBs introduced to aid the development of SMEs since their inception in Nigeria? In view of these, this study seeks to assess the extent to which MFBs have played its expected role of filling the credit constraint gap of SMEs towards their development in Nigeria. The study will also examine the various services rendered to manufacturing SMEs by MFBs; ascertain the process and procedures SMEs follow to access finance provided by MFBs and explore the challenges manufacturing SMEs face, if any in accessing MFBs finance.
Based on the questions, the study undertook the following objectives:
 Examine the financial and social intermediation for SMEs.  Investigate the challenges in accessing finance from MFBs.  Examine the process of accessing financing by SMEs.  Determine the impact of MFBs' services on performance of manufacturing SMEs.
The study focuses on indigenous manufacturing SMEs operating within the formal sector for two key reasons. First, from a practical point, formality implies registration of the SME with a number of organizations, and most importantly, access to formal sources of finance. Secondly, although research (Rand and Torm, 2012) suggests that informal businesses make up a significant share of the SMEs population, Fajnzylber et al. (2009) claim that formalizing businesses can increase profits by at least 20%. This study draws on Jackson et al. (2008) to define 'indigenous' in the context of entrepreneurship as referring to SMEs that operate predominantly in a local space, utilizing management practice that is either devoid of, or has been subjected to, limited influence by foreign business practices.
1. Literature review 1.1. SME access to finance. Some scholars have focused their study on the mechanism through which poverty can be reduced through SMEs activities. It is believed that access to finance enables the low income group overcome liquidity constraints and enable them undertake some level of investments to increase productivity (Hiedhues, 1995 (2006) identify equity and debt as the two main sources of external finance for SMEs. However, the often lack of external equity on the supply side has meant that many SMEs depend on loans and overdrafts (from banks) and credit from their suppliers for financing. However, our understanding of the discourse is that an over-reliance on bank borrowing has left SMEs particularly vulnerable to contraction of private credit (Udell, 2009; Ullah et al., 2011) . In response, governments have sought to increase SME access to finance by promoting a less conservative and riskaverse outlook among lenders (Quartey, 2003) .
Although, technically, micro lending enables individuals from underprivileged social segments of society to establish enterprises (see Ayayi, 2012; Milana and Ashta, 2012) , it can also involve the provision of financial and non-financial services to low-income SMEs owner-managers (Constantinou and Ashta, 2011; Woldie et al., 2012), particularly those involved in either indigenous or locally focused manufacturing. Such services may include social intermediation services such as group formation, development of self-confidence, and training in financial literacy and management capabilities among members of a group (Ngehnevu and Nembo, 2010) . These social services, according to Han et al. (2014) , help SMEs to alleviate the severity of their financial problems utilizing bank support and valuable advice which are good substitute for entrepreneurial human capital most SMEs lack.
In microfinance lending, timely repayments are an incentive for repeat credit facilities although in most cases no collateral is required (Ayayi, 2012; Baklouti, 2013 
The questionnaire.
Data was collected using a survey instrument similar to Bloom and Van Reenan (2007) later expanded in 2010, which was structured using multiple response approach. The instrument has 18 questions, it was chosen as it is one of the few readily available survey instruments developed specifically for gathering empirical data on entrepreneurship management. We adjusted the questions slightly to focus on efficiencies in production processes and lending processes. Cronbach's coefficient Alpha of 0.725 confirmed the reliability of the analysis. The data collected were analyzed using frequency, percentage, and multiple regression analysis.
Results and discussion
For clarity, the result is presented in two parts commencing with the questionnaire survey and, then, the interview. Table 1 shows that all the sampled SME owner-managers acknowledged being in receipt of either financial or social intermediation services from the MFBs. It was indicated by 44.0% that they were able to secured credit from MFBs which is contrary to Nikolaos et al. (2013) findings of Greek SMEs preference for own funds. The percentage of those who indicated they attended seminars organized by MFBs on how to manage their businesses was 29.2%. The seminars we gathered during the interviews were a kind of mentorship programe for the SME owner-managers and the reason behind it will be made clearer during presentation of the interview results. Of the analyzed samples, 18.3% had been in receipt of business insurance cover. About 23.9% indicated to having received training and skills acquisition from the MFBs in financial literacy, while 16.9% indicated that they had received skills training in production and marketing.
Presentation of survey results. 3.1.1. Services rendered microfinance banks to SMEs.
The significance of microfinance institutions providing financial literacy training cannot be overemphasized, as the competency of SMEs owner-managers remains of critical importance not only noting the challenges faced by SMEs, but also the dominant role of SMEs owner-managers in decision making. SMEs may receive training administered either externally or in-house. It is, however, recommended (e.g., Bryan, 2006 ) that training (for example, in Health and Safety), which is non-industry-or sectorspecific may not necessarily be procured internally. Note: *Most SMEs have indicated more than one reason.
On examining preference for particular types of credit schemes, we found that the majority of SME ownermanagers sampled had secured predominantly shortterm finance (see Table 3 ), perhaps reinforcing the relationship between firm size and access to finance (Ezeoha, 2008; Xiang et al., 2014) . This is contrary to the findings of Nikolaos et al. (2013) where Greek SMEs rely heavily on their own funds and would not raise new equity from sources outside their family. The common grounds of this study with Nikolaos et al (2013) findings is the difficulty and limitations of assess to long-term debt financing for SMEs. Although, Abereijo and Fayomi (2007, p. 137 ) recommend that long term financing is most suitable for manufacturing SMEs, since they have a long gestation period that can extend to several years. The lack of long term funding prevents a potential mismatch between project gestation and loan maturity for manufacturing SMEs.
Challenges in accessing finance from microfinance banks.
In terms of the distribution of respondent firms by challenges facing SMEs in securing finance from the MFBs (Table 2) , it was observed that cumbersome processes (72.11%) and inadequate information about the activities of microfinance lenders (38.37%) served as major limiting factors towards securing finance from micro-lenders. The result is consistent with Abereijo and Fayomi (2007, p. 134) findings on venture capital finance for SMEs in Nigeria, it was discovered that a high proportion of the SMEs were sole proprietorships (family business) whose business capital were mainly from personal savings, loans from relatives/friends, cooperatives and banks, especially MFBs. The result also revealed that size adversely affected their chance of securing credits. This is in line with the findings of Ngehnevu and Nembo (2010) who also found that the size of businesses were a big determinant in securing finance from microfinance institutions in Cameroon. Other factors identified by the respondents as undermining their ability to secure access to funding included short payback periods (30.02%), andunsurprisingly -corruption (nepotism, 17.35%; bribery, 4.91%). Mambula (2002, p. 63) study also found similar situation that loans based on nepotism and favoritism were a common practice in Nigeria which needed be tackled with zero tolerance.
Process of accessing finance by SMEs.
The results of the analysis further reveal that although there is the availability of microcredit financing for SMEs, but the processes and procedures for acessing these funds constitute a stumbling block. Based on our analysis in Table 3 , majority (73.8%) of the respondent firms indicated that the processes and procedures for accessing the credits from the banks were very cumbersome, especially for start-up businesses. This is because MFBs require guarantor(s) who have securable assets, salary earners of the banks or receive their salaries through the banks. These, in most cases, posed serious obstacles, as there were very few manufacturing SMEs, especially the start-ups that could meet these requirements. This adversely affects the client base of the banks and the development of SMEs in Nigeria. About 23.6% of the firms indicated that the process was simple (no strict guarantor conditions), but with long lead time -the period between when the application and delivery of financing services. However, a few of the SMEs, about 2.8%, indicated that the process was simple to obtain loans from the banks, and the lead time was also short.
Services of MFBs and performance of manufacturing SMEs.
Regression analysis was employed to investigate the impact of the microfinance banks' services on the performance of the SMEs. Using stepwise regression, financial and social intermediation services were used as the independent variables, while the dependent variable was the financial performance which was measured by the return on investment of the firms (Table 2) . To measure the goodness of fit of the regression, the adjusted coefficient of multiple determination (R²) was used. Our findings revealed that the services of MFBs had significantly impact on the profitability of SMEs in 
Presentation of interview response.
On the other hand, the interview with the managers of the MFBs revealed certain shortcomings on the part of the manufacturing SMEs that make it difficult for them to access finance from the banks. The capital bases of MFBs are still very small compared to commercial banks. This is one of the main reasons MFBs are unable to grant long term credits to SMEs. The general belief, as stated by some of the managers, is need to spread their available funds to their credit worthy customers on short term credits. For instance, the CBN in June 2011 fixed the minimum capital requirement for those MFBs operating at the national level to be NGN 2 billion (USD 12.8 million), while capital base of those operating at the regional level is NGN 100 million (USD 640,000) from earlier fixed NGN 1 billion (USD 6.4 million), and those operating at the rural level, with one branch remains at NGN 20 million (USD 128,000). This capital base obviously cannot sustain medium term loans let alone long term loans to MFBs clients.  In 2010, the CBN revoked the operating licenses of 224 MFBs out of the 820 operating in the country, because they were described as "terminally distressed and technically insolvent". The CBN listed other factors that contributed to the unsoundness of the MFBs as high level of non-performing loans that resulted in high risk portfolios and impaired capital base, gross under-capitalization in relation to level of operations, poor corporate governance and incompetent boards.
Conclusion and recommendation
The objective of this study was to assess if microfinance lending ease SMEs' access to finance in Nigeria and, therefore, seek to facilitate our understanding of the challenges of SMEs access to finance in developing countries. Although our results showed that MFBs has contributed to the performance and development of indigenous manufacturing SMEs in Nigeria, the results was limited by low response rate, because it was undertaken in the Niger-Delta, an area associated with an overarching level of poverty, illiteracy and youth restiveness. We believe this accounted for the rather low response rate of the survey.
However, despite MFB's significant contribution to SMEs' access to finance and development, there is still shortfall in the social intermediation services of MFBs, as many SMEs were denied access to finance due to unattractive business plan/proposal, and lack of proper accounting information. To adequately tackle the problem of poor management capabilities, there should be alliance of MFBs and research institutions to provide relevant training to entrepreneurs in the art of financial management, business plan preparation and proposal. Also, MFBs should be subsidized to educate SMEs manager-owners on current business issues and information on current market trends, products, and equipment through public enlightenment and seminars.
In addition to providing social intermediation, the guidelines on MFBs should be flexible in order to accommodate more SMEs which would eventually help to combat the menace of unemployment and youth restiveness in the country. Considering the challenge of high interest rates, the government should provide intervention funds to enable MFBs draw from it for long term loans disbursement to SMEs. The intervention funds would also help MFBs to extend the repayment period granted to manufacturing SMEs. The legal and regulatory frame work in Nigeria should be strengthened to ensure zero tolerance to the practice of loans disbursement based on nepotism, favoritism, and bribery.
